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ETHIOPIA: KEY ECONOMIC INDICATORS 


(Money values in millions of dollars except where noted) 


Ethiopian Percent 
Fiscal Year:* (EFY) 1980 1981 1982 Change 


Income, Production 


GNP at Current Market 


Prices 4,106.0 4,278.0 4,405.0 3.0 
GDP at Constant Prices 

(Base: EFY 1961) 996.2 1,020.6 1,009.6 -1.1 
Agricultural Sector 21S 2,215.6 2,248.2 1.5 
Per Capita GNP, Current 

Prices 128.7 130.8 BRAS 6.5 
Gross Fixed Investment 412.6 433.8 484.0 11.6 
Electric Power Production 

(millions, Kilowatts) 550.8 532.8 NA -- 
Coffee Exports 

(1,000's, metric tons) 76.2 86.0 84.0 -2.2 
Value of Coffee Exports (FOB) 272.3 227.0 247.1 8.9 


Money & Prices (at December 31) 
Money Supply (Currency and 


Demand Deposits) 594.1 830.8 898.8 8.2 
External Public Sector 

(0/S Debt -- FY) 719.1 915.5 1,017.7 (P) 11.2 
Debt Service (as percent 

of exports EFY) 8.12% 8.7% 12.4% 42.5 


Indices for Addis Ababa 
Retail Prices, Excluding 


Rent (1963 equals 100) 353.5 375.2 396.1 5.6 
Food Prices (1963 equals 

100) 421.6 441.2 467.6 6.0 
Wholesale Prices, Import 

(1976 equals 100) NA NA NA -- 


Wholesale Prices, Export 
(1975 equals 100) NA NA NA -- 


Balance of Payments & Trade (at December) 


External Assets (net) 57.4 152.8 65.9 -56.9 
Balance of Payments 
(current account) -247.4 -234.4 -274.6 Led 
Balance of Trade -307.5 -349.5 -394.8 13.0 
Exports, FOB 424.5 388.9 403.6 3.8 
To United States Wel 80.2 104.3 30.0 
Imports, CIF 774.9 738.6 798.5 8.1 
From United States 3352 56.5 30.7 -45.8 





NOTES: Sources: National Bank of Ethiopia Annual Report, 1982; Quarterly 
Bulletins, March and June, 1983. 


NA indicates "not available." (P) indicates "preliminary." 


* Fiscal year data: 1980 corresponds to 1979/80; 1981 to 1980/81, etc. 
Exchange Rate: U.S. $1.00 equals 2.07 Ethiopian Birr 








SUMMARY 


The Ethiopian economy continues to experience basic problems of slow growth 
rates, extremely tight foreign exchange reserves, and a massive shortfall in 
agricultural production, from which an estimated 85 percent of the population 
derives its living. Warfare in the northern third of the country and 
continued tensions along the border with neighboring Somalia necessitate 


burdensome military expenditures at the expense of Ethiopia's development 
programs. 


The country's primary foreign exchange earner, coffee, suffers from low 
international prices. Exports of coffee in 1983 hovered between 80,000 and 
85,000 metric tons and showed little change over the previous year's figure 
of 84,000 metric tons. For 1984, the Provisional Military Government of 
Socialist Ethiopia has set a target of 100,000 metric tons of coffee exports, 
but drought and internal marketing incentive problems will make this quota 
level difficult to attain. 


As over the past several years, Ethiopia's balance of payments deficits 
remain severe ($274.6 million in 1982, the latest available figure). In 
early 1984, the country's foreign exchange reserves were estimated to be 
sufficient to cover approximately one month of imports. This has caused 
delay in delivery of industrial materials and spare parts supply to industry 
and development projects which has led to industrial production shortfalls 
and consumer supply shortages. 


Prospects for the Ethiopian economy over the near future remain, at best, 
tenuous. With the exception of coffee, the country has few actual or 
potential foreign exchange earners. Hides and skins, pulses, oilseeds, and 
spices are the other primary exports of Ethiopia, though minor in earnings in 
relation to coffee. Without a major increase in worldwide demand and 
commensurate increase in price for coffee, its only viable export over the 
foreseeable future, Ethiopia will continue to lack the financial reserves to 
pay for the much-needed equipment, parts, material, and technology to develop 
a viable economic infrastructure. 


DEVELOPMENT PLANS 


In March, 1984, a high-level conference of the Council of Ministers and the 
Executive Committee of the National Revolutionary Development Campaign - 
Central Planning Supreme Council (NRDC-CPSC), chaired by Chairman Mengistu, 
unveiled a draft plan for Ethiopia's ten-year development. This draft plan 
calls for the upgrading of basic services (water supply, electricity, 
education, and health) to Ethiopia's citizens, development of the country's 
mineral and energy resources, expansion of tourism, and improvement of grain 
and coffee production and distribution. The plan calls for investments 
totaling 32 billion Ethiopian Birr over the ten-year period. The 7.5 annual 
percent growth rate envisaged in the plan between 1984-85 and 1994-95 appears 
to be highly optimistic. Though Ethiopia does not lack manpower and natural 
resources (in the case of agricultural potential and certain unexploited 
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mineral resources), the amount of equipment and technological imports 
essential to create that high a level of growth remains beyond Ethiopia's 
current financial capability. 


PROSPECTS FOR U.S. BUSINESS 


Despite Ethiopia's unsatisfactory overall financial and production prospects, 
U.S. business still enjoys good marketing prospects in a number of areas. 
Major U.S. imports to Ethiopia in the early 1980s have been: aircraft and 
spare parts, tobacco products, medical and pharmaceutical products, rubber, 
civil engineering, engineering consultancy, chemicals and construction/ 
agricultural machinery and vehicles. Since the late 1970s, Ethiopia has 
purchased from the United States (Boeing) three B-727 and two B-767 aircraft. 
The United States remains the overwhelming supplier to Ethiopia of its civil 
aircraft (Ethiopian Airlines plans to replace its over-aged DC-3s with 
Canadian Twin Otters for its domestic routes, though Dornier (Federal 
Republic of Germany) is working hard to obtain the order). In December, 1983, 
a contract for fertilizer worth $20 million was won by a U.S. supplier. 
National Cash Register (NCR), which has done business in Ethiopia for a number 
of years, and International Business Machines (IBM) are bidding for a large 
contract to be let by the Ministry of Finance. U.S. grain and food processor 
companies have also received lare orders in the United States for inter- 
national relief food shipments to Ethiopia. Despite Ethiopia's serious trade 
deficit, a number of significant trade opportunities exist for U.S. suppliers 
in areas with high priority for development programs. These include: 
commercial airliners; agricultural machinery; fertilizers; airport, road, and 
port construction equipment; irrigation pumping machinery and systems; agri- 
cultural and industrial chemicals; spare parts and accessories for aircraft, 
vehicles, and machinery; motor vehicles, communications equipment; machinery 
for textile and bottling industries; water well drilling machinery; port 
handling equipment; solar generators; computers; and management, consulting, 
computer, marketing research, and engineering services. Most of the trade 
opportunities in these areas are spinoffs from IBRD, IDA, or African Develop- 
ment Bank loans to Ethiopia. Considerable potential exists also for U.S. 
suppliers in the sale of consumer products to the Ehiopian Tourist Trading 
Corporation which provides a large number of items to Addis Ababa's 
substantial diplomatic community. These products include: cosmetics; 
bedding; men's, women's and children's clothing; furniture; freezers, 
refrigerators, and stoves; toiletries; and general household items. 


FINANCE 


Foreign trade provides Ethiopia with most of its operating revenues. The 


FY 1983 and 1984 budget anticipated 50 percent of revenues from taxes levied 
on foreign trade. 





INVESTMENT 


In January, 1983, the Provisional Military Government of Socialist Ethiopia 
issued a joint venture proclamation. The proclamation stipulates a 51 percent 
government share in joint ventures between it and foreign investors. A 
section of the proclamation allows the government to nationalize the joint 
venture in the event that such is deemed to be in the national interest. To 
date, there has been no information indicating that any private investors have 
invested in Ethiopia under the terms of this proclamation, though Mobil is 
contemplating an investment. The unresolved compensation claims issue between 
the Provisional Military Government of Socialist Ethiopia and the United 
States Government and certain other foreign investors continues to cloud the 
foreign investment prospects for Ethiopia. By early 1984, there had been no 
progress on settlement of U.S. citizen claims against the Provisional Military 
Government of Socialist Ethiopia, though claims of citizens of several other 
countries have been settled. Private Ethiopian-owned business in the country 
operates knowing that the government reserves the right to nationalize 
businesses with no notification. In 1983, private travel agents and freight 
shippers were nationalized. With the expected proclamation of the Ethiopian 


Working People's Party in September, 1984, prospects for private business in 
the country remain uncertain. 


AGRICULTURE 


The agricultural sector has been designated by the Provisional Military 
Government of Socialist Ethiopia as a priority area within Ethiopia's ten- 
year development plan. Agriculture continues to be a major segment of 
Ethiopia's economy (44 percent of GDP) and approximately 85 percent of the 
country's population derives its living from this sector. Coffee is 
Ethiopia's major foreign exchange earner (about 65 percent), and this is 
unlikely to change over the foreseeable future. As noted earlier, the 
Ministry of Coffee and Tea Development and the Ethiopian Coffee Marketing 
Corporation have set an export target of 100,000 metric tons of coffee in 
1984, up from last year's estimated 80-85,000 metric tons (exact figures not 
available). Other agricultural products that figure in Ethiopia's export 
earnings are hides and skins, oilseeds, pulses, and spices. 


The agricultural sector is slated by the Provisional Military Government of 
Socialist Ethiopia for eventual collectivization. Though only a minor 
portion of the country's farms have actually been collectivized (under 5 
percent by early 1984), the Provisional Military Government of Socialist 
Ethiopia has set a goal of 50 percent by the early 1990s. Internal sales 
and distribution of marketable grain and produce in Ethiopia is controlled 
by the Agricultural Marketing Corporation (AMC). 


For at least the past several years, Ethiopia has suffered a serious shortage 
of basic grains. The drought of 1982-83 has continued even more severely into 
this year. Though opportunities for significant grain trade exist for U.S. 
suppliers, the picture remains subject to the vagaries of politics, inter- 
national organizations’ and private voluntary organizations’ budgets, and, 
ultimately, the weather in the region. 
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Major impediments to significant increases in Ethiopian agricultural 
production/export prospects continue to be: an undeveloped infrastructure 
(roads, dams, flood control ditches, irrigation systems, and bridges), 
deforestation, erosion, shortage of agricultural specialists, and lack of 
modern agricultural techniques and technology inputs by the vast majority of 
the nation's farmers. As noted in another section of this report, U.S. 
suppliers should continue to enjoy good prospects in the area of agricultural 
equipment and materials (tractors, pumps, fertilizers, seeds, pesticides, and 
livestock semen) to high priority agricultural development projects. Most 
business in Ethiopia is done with government purchaser and solicited by 
tender. 


ENERGY 


Exploration is continuing in the Ogaden and southwest regions of Ethiopia. 

In late spring, 1984, exploration for natural gas is expected to begin in the 
Red Sea in the vicinity of a major well blowout that occurred during a Mobil 
drilling project in 1969. The Provisional Military Government of Socialist 
Ethiopia has placed high priority (and hopes) on development of the country's 
possible energy potential and hopes to lessen its costly dependence upon 
foreign sources for fossil fuels. Even if significant energy resources are 
discovered in Ethiopia, the problems remain formidable in this sector. The 
most likely prospect appears to be natural gas. Internal consumption of 
natural gas would depend upon construction of a pipeline network which would 
entail the import of costly wellhead equipment and seamless steel pipe, a 
difficult prospect in light of Ethiopia's very tight foreign exchange reserves 
situation. The piping of natural gas through areas of northern Ethiopia and 
the Ogaden, where security is a problem, would be an inhibiting factor. 
Liquification facilities are nonexistent in-country and would not be cost 
effective in today's economic climate. Even if possible, export to Ethiopia's 
already gas-rich neighbors across the Red Sea or to other non-industrialized 
countries adjoining it appears highly unlikely due to lack of demand over the 
near to mid-term future. Nonetheless, as a priority area within the 
Provisional Military Government of Socialist Ethiopia's ten-year development 
program, energy resources development will be an area where U.S. companies, 
which enjoy a high regard for their international exploration experiences and 
technology, will be extremely competitive. 


INDUSTRY 


Ethiopia's major industries include motor vehicle assembly (Fiat buses and 
trucks--assembled with imported components; and tractors), cement, 
construction and food/agricultural processing. As noted in the introduction 
to this report, the country's severe foreign exchange situation seriously 
restricts the purchase of modern equipment and spare parts for this sector of 
the economy. The foreign exchange problem has also affected Ethiopia's 
ability to import necessary fuel supplies (oil) to run its industries and is a 
weak spot in Ethiopia's ability to improve its industrial production. 





PROJECTS 


Ongoing industrial projects are centered in the areas of thermal energy 
developments, pulp and paper mill expansion, and development of cotton 
textiles, leather works, and sugar refining industries. Opportunities for 
supply of goods and services are best for projects funded by some foreign 


bilateral financing and almost all projects financed by international organi- 
zations. 





DUE OCT 21 '85 DOC 


Announcing the 
Export Administration 
Annual Report for FY 1983 


This report answers your questions on export control: 

e How many license applications were processed in FY 19837 

e What commodities con‘’olled under the Export Administration 
Act were exported to the U.S.S.R., Soviet Bloc countries, and 
the People’s Republic of China? 
What were the national security, foreign policy, and short supply 
controls in operation during FY 1983, and how were they 
employed? 
How has export control enforcement been stepped up in the 
past year? 
What have been the achievements of the program to keep U.S. 
companies from complying with foreign boycotts? 


The report also includes: 

e The Export Administration Act of 1979, as amended. 

e The report to Congress extending and expanding foreign 
ws 1S pam we or COMMERCE policy export controls in January-1983. 
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